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NORTH AMERICAN REVIEW 

NOVEMBER, 1915 

PATRIOTISM AND PROFITS 

A CONVERSATION ABOUT BONDS 

BY THE EDITOB 



An evening in October, 1915, in Boston, Massachusetts. 
Library of Mr. William P. Worthington in a comfortable 
residence not far removed from Beacon Street. Mr. Worth- 
ington, like his father and grandfather before him, was en- 
gaged in trade with the West Indies imtil 1903, when he 
retired from business, the possessor of a moderate fortune. 
He is now in the early seventies, by tradition a Conservative 
and yet not unappreciative of changing tendencies. A sup- 
porter of the Honorable Samuel W. McCall for Governor, an 
admirer of Mr. Charles Sumner Bird and a warm personal 
friend of Mr. Erving Winslow. An American, patriotic to 
the core, and a staunch adherent of the Allies in the present 
war. He is sitting in his grandfather's re-covered armchair 
before a fire in the grate, in seemingly expectant mood, when 
a maid opens the door and admits Mr. Winthrop Worth- 
ington Pinckney, his nephew and prospective heir, recently 
graduated from Harvard and now "beginning at the bot- 
tom " m the employ of a well-known banking house, with 
view to a future partnership. After having greeted his wel- 
come visitor with marked cordiality, Mr. Worthington opens 
the conversation, and thereafter the two speak alternately. 

— And how did you find New York? 
— Fine and dandy L Everybody up and doing and making 
money to beat the orchestra ! I started back the minute the 
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conference ended and reported to the Head as soon as I ar- 
rived, and got my chance at last. So here I am, your Win- 
throp on the spot, ready to do business.^ You are to be my 
first customer. 

^-Well, well! 

' — Yes, sir ; here you are ; first proposition out of the box ; 
bonds for sale ; best security in the world; terms exceptional; 
ground-floor prices ; no commissions except for necessary ex- 
penses; everything open and above board; strictly commer- 
cial transaction; advantage of the whole country; stabilize 
rates of exchange ; high prices for farmers ; best interest for 
^investors; patriotic spirit; service to all man— — 

— Tut, tut, my boy ! One minute, please. I cannot follow 
you so rapidly. You must have been taking lessons. 

— Oh, I have — straight from headquarters. Got it all at 
my finger-tips. Questions answered freely. Books open to 
all. Patrons promptly served. Come one, come everybody ! 
Sounds good, doesn't it? 

— It does, indeed. You seem to have learned your lesson 
well. I infer that you 

— Yes, sir, I have been given full charge of the sale of the 
allotment to the Firm of the Anglo-French Loan, the biggest 
issue of International Bonds ever made. And you are my 
first purchaser. How about that? — I suppose you have a 
little ready money seeking investment. Not unusual, eh? 

— Oh, yes, I always try to keep a few thousands on hand 
for a possible emergency or for a desirable investment or 
even for a praiseworthy cause occasionally. Which would 
you say this is — an emergency, an investment or a contri- 
bution? 

— Uncle, you are a great man. fou have put it exactly; 
in the precise order, I mean, that we are to make the offer- 
ings. In the first place, it is an Emergency. 

—Ah! 

— Yes, sir; let me explain. You don't mind my practising 
on you a bit, do you? 

• — Not at all. In fact, I want to hear all about it. 

< — Well, as you know, this war has put the trading of the 
world completely out of joint. The equilibrium of commerce 
has been so upset that it is going to bring disaster upon our 
whole people unless we do something about it and do it 
promptly. It is simple as A-B-C. We have immense quanti- 
ties of goods to sell that people want to buy but can't because 
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they haven't the money. So the only thing to do is to give 
them credit just as a merchant or a bank does, and then after 
a while they pay ns and we make a good profit. It isn't really 
a loan — especially a war loan — at all. It is just credit ex- 
tended to customers. 

— I see. Now what are the goods that our friends wish to 
buy with the money that you ask me, for example, to furnish? 

— Foodstuffs, mostly, — wheat and corn and oats ; in fact, 
all of the products of our soil. 

— And guns and powder and shrapnel and the like? 

— No ; they have all the money they need for war muni- 
tions ; they get that from their own people and may pay in 
gold if they like. In point of fact, the Commissioners were 
willing to restrict the proceeds of the loan exclusively to pur- 
chase of foodstuffs, but our Bankers turned down the propo- 
sition. 

—Why? 

— They regarded it as impracticable. It would make no 
difference anyway because, you see, if they used the money 
loaned 

— You mean the credit extended? 

— Of course. If they used that for necessaries of life ex- 
clusively, they could offset the munitions with their exports 
to this country ; so it is as broad as it is long. 

— Yes, that seems reasonable. And yet, if the Commis- 
sioners were willing to make even an apparent concession 
to a certain sentiment of our people against using their own 
money to supply belligerents with ammunition, why should 
the Bankers have objected? 

— As I said, they thought the plan impracticable. 

— The Bankers probably have no great pecuniary inter- 
ests in farm products ? 

— I imagine not. 

— Nor in the supply of munitions of war ? 

— There was nothing said about it at the conference. 

— Or, as your greatgrandfather used to say: " Ax blins 
aye ; ai blins, no ; ai blins, um, um, um. ' ' But I am diverting 
you from the logical presentation of your argument. You 
had not finished with the Emergency. You spoke of the rates 
of exchange. 

— Yes, that really is the crux of the whole crisis. Ordi- 
narily, exports and imports so nearly balance that the dif- 
ference is settled by shipments of gold or by the temporary 
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rise of bank credit, but with monthly balances running above 
$100,000,000 this method is impracticable. Some other way 
must be devised or our foreign customers simply cannot buy 
our products. Of course, the difficulty could be overcome if 
the foreign holders of our securities, amounting in England 
to nearly two billions, would sell them in this market, but 
they do not seem disposed to do that. 

— You mean that, as an investment, they prefer our rail- 
way stocks and bonds to the bonds of their own country? 

— Well, yes. 

— Do you consider their judgment good? 

— It may be; but that is not the question. We simply 
have to find a market for our products or our Partners will 
starve. Mr. Hill estimates — —. 

— Mr. James J. Hill? 

— Yes ; he is of course our great authority. Mr. Hill esti- 
mates that we will have fully 375,000,000 bushels of wheat 
from our great crop this year to sell abroad, and " upon 
this," he says, " the prosperity of the American Farmer de- 
pends." 

— And the prosperity, too, I suppose, of Mr. Hill's rail- 
ways and grain elevators? 

■ — Naturally; we all share in the common advantage. 

• — Do we? Our own people consnme a good deal of flour, 
you know. In 1914, for example, out of a total produet of 
891,000,000 bushels of wheat, only 230,000,000, or 26 per cent, 
Were exported. If now we should ship 375,000,000 bushels 
even from a larger crop, the amount left for home consump- 
tion would be materially reduced and the cost to the domes- 
tic consumer would, of course, be increased. In fact, it has 
been. The total money value of our exports of wheat and 
flour for the fiscal year 1915 was $482,400,000 against $142,- 
400,000 for 1914. The consequence is that the downtrodden 
Farmer is receiving 30 cents a bushel more for his wheat, and 
I am paying $2 a barrel more for my flour. If I now loan 
money to facilitate still further increase in exportation, the 
disparity will surely be greater. In fact, I fully expect, re- 
gardless of loans or rates of exchange, during the forthcom- 
ing year, to see wheat at a dollar a bushel and flour at $10 a 
barrel. True, that is a selfish way of looking at it. I men- 
tion the matter only as bearing upon your remark about the 
" common advantage." By the way, how are the bonds 
going out West? 
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■ — Not so very well, I am told. 

— So I judged from Mr. James B. Forgan's statement and 
from Mr. William Allen White's remark that the banks and 
farmers of Kansas were not going to subscribe for any at 
all because they had better use for their money. Frankly, 
I am not greatly troubled by the plight of the American 
Farmer when he is getting ninety cents a bushel for his wheat 
and when, as in 1914, more than 85 per cent of all of our 
agricultural products are consumed in this country. Mr. 
Hill, I suspect, is more concerned by prices than by markets, 
and naturally he does not take into consideration consumers 
like myself and the wageworkers of this section who must 
bear 85 per cent of the enhanced burden. He only wants us 
to finance the operation. 

— But, sir, you would not like to see our exports of food- 
stuffs cut off entirely? 

— Certainly not. But neither am I particularly apprehen- 
sive on that score. When I see the people of England starv- 
ing for food while their Government is paying us billions in 
gold and American securities for munitions of war I may 
believe that it is I, not somebody else, who is talking non- 
sense ; but not till then. 

— But that is not the point. Of course, the people of Eng- 
land would not submit to starvation. They would simply go 
elsewhere for their food. 

— You mean to other countries which could and would 
make loans or, as you put it, extend credits? 

•. — Certainly. 

*— Where would they go ? 

— Mr. Hill explains that. He has made a very careful 
study of the whole subject. The total wheat requirements of 
the Continent for the coming year he figures at 550,000,000 
bushels. Of this amount Canada will supply 175,000,000 
and India and Australia 50,000,000 more. This leaves 325,- 
000,000 bushels to be found. Mr. Hill says Argentina can 
furnish 100,000,000. 

—On credit? 

«— -He doesn't say. 

— I thought not. If so, you see, it would be with our 
money which we recently loaned to Argentina, and for which, 
it is quite definitely established, they have pressing need at 
home. 

-. — But that is not all. Mr. Hill finds that " there will be 
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available 250,000,000 bushels from the Black Sea region 
if the Dardanelles are opened to merchant ships before 
Spring." 

— So ! Well, of course, we all hope that the Dardanelles 
will soon be opened to merchant ships peaceably conveying 
grains from Russia to England, but the latest news from the 
Balkans hardly inspires confidence. There is some doubt, 
too, at the moment of Russia's position as a lender of money. 
Upon the whole, then, is it not fair to assume that England 
must come to the United States for foodstuffs if she would 
save her people from starvation? 

— It would seem so, but if the present abnormal rates of 
exchange should maintain what would happen? 

— England would have to pay more for a smaller amount 
of products and we here in New England would be required 
to pay less f or_a larger amount ; that is all there is of it. In- 
cidentally, you may have noticed in the financial reports that 
yesterday " demand sterling developed further weakness, 
closing at the bottom at $4.67%," wiping out a large part of 
the sentimental or artificial recovery that followed the ar- 
rival of the Commissioners, and that our Bankers were com- 
pelled reluctantly to admit that " the credit created by the 
$500,000,000 loan is not going to suffice to hold up exchange 
rates." The avowed primary purpose of the "credit ex- 
tended," therefore, is already a failure; the half -billion has 
proved to be but a drop in the bucket; and whatever emer- 
gency there was originally still exists. In truth, there is 
none from the standpoint of any part of the American people 
except of the small groups which are thriving upon " war 
profits." If there is from England's, all her Government 
has to do iB to offer exchange at a fixed rate ; but that is their 
affair, not ours. I think we may pass the Emergency. 

— But surely you consider these bonds a good investment, 
representing the only exterior obligation of two great na- 
tions, issued at 98, bearing 5 per cent interest and convertible 
into twenty or twenty-five year &y 2 per cent bonds, which 
will sell at a premium, at the end of five years, when the 
war will be over. 

— I am familiar with the terms ; they are liberal enough ; 
and the $10,000,000 deducted for marketing them is wholly 
reasonable, as such transactions go. But investment values 
are relative. As we have noted, the Kansas farmer thinks 
he can use his profits to better advantage and the English 
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capitalist prefers his American securities, but they are dif- 
ferently situated from me, besides perhaps being in error. 
For myself, it seems from a strictly commercial and con- 
servative standpoint a most attractive investment — assum- 
ing, of course, the correctness of your premise that the war 
will end favorably to the Allies, within a reasonable period 
of time. All depends upon that. Leaving France out of the 
calculation for the present purpose, since her recent short- 
term obligations are a drug on the market at nearly 7 per 
cent, a brief summary respecting Great Britain may prove 
enlightening, to wit : 

Estimated wealth $85,000,000,000 

Debt prior to the war 3,600,000,000 

Eevenues about 1,000,000,000 

Expenditures about 1,000,000,000 

ESTIMATES OP THE CHANCELLOR OP THE EXCHEQUER. 

Present " deadweight " debt, including 

costs of army and navy $12,000,000,000 

Expenditures for current year 7,950,000,000 

Revenues for current year 1,525,000,000 

Deficit for current year 6,425,000,000 

Interest upon indebtedness prior to war $120,000,000 

Interest upon present indebtedness about 550,000,000 



Present rate of war expenditures, $25,000,000 per day 

The cost of the war has increased steadily in the past 
few months from $15,000,000 to $25,000,000 per day and 
seems likely to climb still higher at least for a time. Assum- 
ing that the heavy new taxes imposed upon incomes, war 
profits, etc., estimated at $535,000,000, or about $1,500,000 
per day, will suffice to meet the anticipated increase in war 
costs, the financial condition of Great Britain at the end of 
another year of war will be approximately as follows : 

Estimated wealth $85,000,000,000 ( ?) 

Indebtedness 21,000,000,000 

True, the expenditures should diminish somewhat under 
efficient organization, but assuming continuation at the 
present rate, at the end of two years the indebtedness will 
have reached thirty billions and at the end of three years 
fully forty billions, or one-half of the entire national wealth, 
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carrying an interest charge of not less than $2,000,000,000 
per annum, as against $120,000,000 before the war. These 
are incredible sums, so incredible that the Chancellor of the 
Exchequer frankly declared " I do not think it is within the 
power of man to estimate what the cost of the war would be 
if it lasted 36 months longer" and concluded that necessarily 
its duration must be comparatively short. Needless to say, 
no country could bear such a burden. Whether, indeed, Great 
Britain, industrially broken and deprived, as she will be, of 
picked men whose economic value exceeds four billions, could 
meet the full billion of interest which she will have assumed 
at the end of only one year is worth considering. 

—If not? 

— Then she would be obliged to reduce the rates of inter- 
est upon her obligations. 

s — But Great Britain would never do that. 

— Not willingly; but if her neighbors should take that 
course she might be compelled to do so, to maintain a com- 
petitive existence. 

— In any case, no reduction could be made in the interest 
upon this loan because it is a first or prior lien upon national 
revenues. 

— That is only an assumption, though probably correct. 
But it is not so nominated in the bond. Nor is there anything 
to prevent the issuance of further obligations taking preced- 
ence of this one. The remote possibilities of a complete 
triumph of Germany or repudiation of intolerable burdens 
through a revolt of the masses I ignore entirely. 

r— But what about Germany? 

* — Germany's war loans for the first year of the war 
amounted to $3,750,000,000; for the second year they are 
placed at $4,500,000,000; her total present indebtedness is 
about five billions; her estimated wealth is eighty billions. 
These figures, as you will see, compare favorably with Eng- 
land's and, looking to the future, Germany's reduction of 
wastage to a minimum gives her no small advantage. But it 
is quite idle to predict how long she can or will hold out. It 
is easy and probably safe to assume that the war will be over 
in five years, but there is no real basis for regarding even 
that hope as a certainty. Many wars have lasted longer and 
the magnitude of this one has no precedent. 

— Then strictly as an investment 

— It is not an investment. It is a gamble comprising two 



PATRIOTISM AND PROFITS 649 

bets— one that the Allies will win and the other that they will 
win comparatively soon. The New York Times puts it ex- 
actly when it says : 

This transaction is based on confidence that the borrowing Gov- 
ernments will in the course of the next five years be able to fund 
this short-term loan in longer-term bonds at par, which is equivalent 
to confidence that, if they are not victors in the war they are waging, 
they at least will meet with no crushing defeat. Every dollar of 
the loan is a concrete evidence of that confidence. Every investor 
who puts his money into the loan avows that belief and backs it. 

— Then if you should subscribe you would do so as a 
patriotic duty? 

— It seems to me that I did read something about the duty 
of every citizen to help the industries of his country and 
there was something further, I think, to the effect that the 
country was " responding patriotically." 

— Yes, one of the leading Bankers spoke convincingly 
along that line. 

— Quite so. I recall now that his statement reminded me 
of a certain remark made by Madame Roland respecting 
things done in the name of Liberty. Patriotism signifies 
service of one's country. How can I serve my country by 
sending my money out of it when every American dollar is 
needed within our own borders for railway expansion and 
improvements, for development of that scarcely touched em- 
pire in the Southwest, for the opening up of Alaska, for 
great water powers, for better roads, for deepening harbors, 
for national defense, for innumerable humanitarian pur- 
poses and so on indefinitely? 

— But that is just the point. The entire proceeds of this 
loan are to remain here. 

— To be sure. Now tell me just where the money I may 
hand to you in exchange for foreign promises to pay will go? 

— Physically, of course, to the Bankers, but really to Eng- 
land and France as credit. 

— But there is no need to extend this particular credit to 
England and France. They already have it. Everybody 
knows about the enormous " war orders " for all kinds of 
munitions which have been placed in this country. Some 
say they already amount to nearly two billions of dollars. 
In any case, the nominal values of " war shares " on the 
Stock Exchange have increased that much, large purchases 
have been made and manufacturing plants are not only being 
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worked to the limit of their capacity but are being enlarged 
amazingly. Necessarily all this has required much money. 
Where has it come from? Partly direct from England in 
the form of gold, but chiefly from the New York banks in the 
form of credits. More than a month ago Dr. E. E. Pratt, 
Chief of the Bureau of Commerce, speaking in Denver, de- 
clared that, while the amount of such credits could not be 
given with accuracy, it was " likely that they exceed $250,- 
000,000." The Chancellor of the Exchequer also, in submit- 
ting the loan to Parliament on October 12, announced that 
the transaction was " purely for the purpose of meeting 
liabilities already incurred " and confirmed Dr. Pratt's esti- 
mate of the amount now accrued as about £50,000,000. This 
is the minimum sum, already loaned to England by the 
Bankers, that the people are asked, for reasons of patriotism, 
to take off the Bankers' hands through the purchase of these 
bonds, simultaneously furnishing another quarter billion for 
continuance of the operation. 

— But is not that a purely banking matter? 

— On the contrary, it is about one part banking, two parts 
speculating and seven parts manufacturing. What is the 
cause of the tremendous increase in values of "war stocks"? 
" War orders," of course, that yield enormous profits, never 
estimated at less than 100 per cent. And who owns the 
"war stocks"? Not the original holders, except in part, 
you may be sure. Is it not more than probable that private 
bankers and officials of banks and trust companies have 
availed themselves freely of quite exceptional opportunities 
to invest in shares certain to increase enormously and imme- 
diately in both actual and market values? 11 not, one must 
assume a remarkable transformation of human nature. Be- 
lieve me, my son, Wall Street has gone into manufacturing 
on a large scale — not altogether furtively, either. Note the 
new corporations being organized daily to engage in " war 
business," the big mergers being consummated or rumored, 
the eager competition between various groups until " work- 
ing arrangements " can be made, and check off the incor- 
porators and directors. Are they practical manufacturers? 
Not at all. One such is usually designated as the head for 
appearance's sake and his knowledge, but the others com- 
prise the President of This bank, the Vice-President of That, 
the Chairman of This trust company, the Controller of That, 
and so on. These are the enterprising citizens whose vaults 
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now hold the quarter billion or more of England's indebted- 
ness, referred to by the Chancellor, which they are willing 
to share with, or to transfer in toto to, the whole people down 
even to the humblest, who has only $100 to pay for a single, 
little bond. The patriotic Bankers take the glory and the 
profits, the patriotic Boobs take the bonds and the chances, 
and everybody is satisfied. 

• — Everybody but • 

— But me ? Oh, I make no complaint. I need not join the 
Boobs unless it suits me to do so for reasons of my own. 
True, I am obliged to contribute indirectly through the banks 
and insurance companies unless I withdraw my deposits and 
cancel my policies, — but those are my privileges if I see fit 
to exercise them. No, I have no personal grievance. But, 
speaking of financial institutions, tell me, is it a fact that the 
Comptroller of the Currency has ruled that there is no limit 
to the amount of these bonds a National bank may purchase? 

—Yes. The law restricts the amount that can be loaned to 
an individual or a corporation to 10 per cent, of its capital 
and surplus, but the Comptroller holds that the restriction 
does not apply in this case because a nation is neither an in- 
dividual nor a corporation. 

— Then, if they liked, the officers of the Shawmut National 
Bank could loan all their resources, capital, surplus and de- 
posits to Uruguay or Hayti. 

— Apparently. 

— That seems very extraordinary. I always supposed a 
State was in a broad sense a corporation. Even if in the 
Comptroller's opinion it is not, I fail to see how he could 
hold such a transaction as falling within the intent of the 
statute, and clearly it is the duty of the Comptroller to con- 
sider the intent in an important matter like this. In any 
case, it is evident that a ruling involving such grave possi- 
bilities should be brought to the attention of Congress and, 
as I do not happen to know our Representative, I shall ad- 
dress a communication on the subject to the Speaker. The 
defect in the statute owing to a mere omission seems to be 
so obvious that I should suppose Congress would rectify 
the error promptly. 

— Might not the passage of such an amendment at this 
time be regarded as at least morally unneutral? 

—Oh, I suspect that we still have the privilege of revising 
our banking laws without inviting censure. But I am glad 
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you asked the question. I like the term " morally unneu- 
tral." I wanted to ask you, Was anything said in New York 
about the neutrality of your loan? 

— Yes, that is all settled. The Bankers agreed that it is 
neither pro-German nor pro- Ally; it is just plain pro- 
American. 

— I can see that it is not pro-German and that it is not pre- 
cisely anti-Ally, but about " just plain pro- American " I am 
not so sure. If I am right in reasoning that the whole scheme 
of the loan is to induce the great mass of the people to take 
a very considerable financial risk and increase the cost of 
their living to enable the Farmers to get fancy prices and 
the Bankers to pocket huge profits, ' ' just plain pro-Kansas 
and just plain pro- Wall Street " would seem to be more 
exact. 

— But the Government decided the question. 

— The Government? 

■ — Yes ; the President and the Secretary of the Treasury. 

■ — Oh, the Administration. You know there is still a 
Supreme Court and there will soon be a Congress. But what 
was the Administration's ruling? I remember one, but per- 
haps it is not the same. 

— There was no formal ruling. Announcement was sim- 
ply made that the Government regarded it as a purely busi- 
ness transaction between citizens of the United States and 
foreign nations, wholly within the rights of both, and so 
would raise no objections. 

— Ah, that is not the same. The ruling I recalled was pro- 
mulgated early in the war by the State Department. I have 
not the original declaration at hand, but it was outlined 
succinctly and, of course authoritatively, by the Secretary 
of State in the Democratic text-book for 1914 in these words : 

The announcement made by this Government that it regards 
the making of loans by American citizens to the Governments of na- 
tions engaged in war as inconsistent with the spirit of neutrality has 
created a profound impression throughout the world. It is the first 
time that a great nation has taken this stand on the subject of war 
loans. The matter has been discussed at The Hague and at peace 
conferences, but it encountered so much opposition that nothing 
tangible has resulted. The President, therefore, blades a new 

WAY WHEN, WITHOUT CONFERENCE WITH OTHER NATIONS AND WITH- 
OUT SUPPORT FROM CONVENTIONS, HE COMMITS THIS NATION TO THIS 
POLICY. 
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It is inconsistent with the spirit of neutrality for a neutral na- 
tion to make loans to belligerent nations, for money is the worst of 
contrabands — it commands all other things. A very forcible illus- 
tration has been used in support of this proposition, namely that 
as a neutral government does all in its power to discourage its citi- 
zens from enlisting in the armies of other countries, it should dis- 
courage those who, by loaning money, would do more than they 
could do by enlisting. The Government withdraws the protection 
of citizenship from those who do enlist under other flags — why should 
it give protection to money when it enters into foreign military 
service ? There is only one answer. 

But there are other reasons. The European war is imposing a 
burden upon all the neutral nations as well as upon those engaged 
in the conflict. If the United States were to loan money to the 
belligerent nations, it would be less able to assist the neutrals, and 
it has already received notice from neutral nations that desire loans. 
We are under special obligation to render such service as we can to 
South and Central America; it would be difficult to do this if all 
of our surplus money was flowing into the war ehests of Europe. 

Then, too, our own country might be embarrassed by loans to 
the belligerents. Already a material reduction has been made in the 
Government's income from import duties owing to the partial sus- 
pension of commerce. If the war is prolonged it may become nec- 
essary for the Government to issue bonds, and foreign loans might 
so affect the local market as to compel a higher rate of interest. 

There are still other reasons, but these are enough, to show that 
ihi President's course was abundantly justified — enough to show, 
also, that in this ease, as in nearly every other ease, a stand taken 
upon moral grounds is supported by considerations of a material 
character. 

That seems very dear. I did not feel at the time that 
the new way blazed by the President was wholly free from 
technical obstructions, but there is no question of the posi- 
tion assumed with respect to violations of the * ' spirit of neu- 
trality," such as the President enjoined upon the whole 
country when he bade us to be neutral in our thoughts. Is 
there an explanation of this seeming reversal of judgment? 

— Yes, sir. Mr. Oswald Garrison Villard, Second Assist- 
ant President, cleared away the apparent inconsistency in. 
the Evening Post on September 16, in this way : 

Every branch of this Administration which might in any way 
be affected by the loan is clear in its mind that there is no incon- 
sistency in this country's permitting the loan to be made when it 
discountenanced a year ago loans offered from the same sources. 
The difference, of course, is that this money is to be expended in One 
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United States for the purpose of paying for goods legitimately pur- 
chased here, during the past year, both the goods of peace and those 
of war, and for purchases still to be made. 

This undoubtedly is the official explanation. It was 
wholly satisfactory to the Bankers. 

— That is gratifying, of course. But it is less convincing 
to my mind than I should like. Indeed, the so-called ' ' differ- 
ence ' ' seems to bear a close resemblance to the traditionally 
bereft distinction. The Chancellor of the Exchequer also 
misapprehended the practical consequence, I should judge, 
or he would not have said to Parliament on October 11 : 

We said to our American creditors, allow us to defer payment, 
upon such terms as can be arranged. They agreed, and we were 
thereby enabled to retain £50,000,000 of capital which we must other- 
wise have exported. 

— But surely you do not deny that we are within our legal 
rights in making this loan? 

— Assuredly not. It was your own phrase " morally un- 
neutral," conjoining the Secretary of State's " spirit of 
neutrality " and the President's " neutral in our thoughts," 
that caught my attention. There is no inhibition in either 
written or international law against our financing the en- 
tire war if we see fit to do so. But there are other con- 
siderations which must be taken into account unless we are 
prepared to substitute for our vaunted high-mindedness ut- 
terly flagrant self-deceit. I do not need to tell you how strong 
and sincere is my sympathy with the Allies. I hold that they 
are fighting the great battle of democracy, of freedom, of 
civilization and of humanity, no less for me and the ideals 
which I and my ancestors have cherished than for themselves 
and their own aspirations. I would gladly give half my for- 
tune or more in case of need rather than witness their defeat. 
But I will not sail under false colors and I shall try, even 
throughout this period of terrible stress, to keep my mind 
as honest and fair as my heart is true to the great Cause 
which I hold to be just and noble. You say the making of 
this loan does not conflict with our professions of neutrality. 
I say that it does. You say it is exclusively pro- American. 
I say it is distinctly pro-Ally. Sometimes a simple com- 
parison helps to clarify the vision. Not many years ago, 
you may recall, President Cleveland served a virtual ulti- 
matum upon Great Britain respecting the boundaries of 
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Venezuela. For weeks the two countries hung upon the preci- 
pice of conflict, which was only averted finally by the unex- 
pected submission of a haughty Premier. Suppose war had 
come. England, then as now, was mistress of the seas and 
would promptly have shut us off from the remainder of the 
world as she has shut off Germany. Suppose, then, Germans 
had begun, not only to furnish England with so much can- 
non, shot and shell as they could manufacture, but to enlarge 
their plants enormously to produce for our enemy a limit- 
less supply. Suppose, further, that the time had come when 
England could not conveniently pay for her huge purchases 
and the German people had loaned her great sums of money 
— a half -billion to start with — to enable their banker-manu- 
facturers to make excessive profits. Suppose, too, the Ger- 
man Government, as a Government, while professing to be 
neutral, had not only tacitly acquiesced but had opened wide 
the vaults of the national banks under its control, to facili- 
tate the operation. "What, then, think you, would have been 
our feeling towards the German nation and the German 
people? 

— Not friendly, of course ; but even so we would have had 
no legal right to protest. 

— No more than they have now, since, as you see, the 
cases are parallel. 

-—Moreover, Germany has no ground for complaint be- 
cause she herself is trying to borrow money here. 

• — I am not interested in what Germany is trying to do or 
what England and France are trying to do; it is what we 
ourselves are doing that concerns me. True neutrality, in 
practice if not in theory, is a matter of degree. You may 
give or loan a person a reasonable sum of money without 
entangling yourself, but when you supply him with a hundred 
thousand dollars, say, to use in his business you become his 
partner, his ally. And that is what this half -billion loan 
makes of us — an ally of the Allies. Why stultify and dis- 
credit ourselves by pretending the contrary which we know 
to be false? The English have no illusions on this score. 
Listen to the Spectator of October 2 : 

The peculiarity of the present loan resides solely in the political 
circumstances in which it Is contracted. Two belligerent countries 
are borrowing from a neutral to finance their operations of war. 
There is no escape from that crude fact. But if international law 
permits a neutral country to make munitions for any belligerent, 
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there is no obvious reason why it should not also permit the same 
neutral country to receive payment for those munitions by credit 
instead of by cash. Up to this point the whole proceeding is, at any 
rate from our point of view, entirely satisfactory. 

There you have it in a nutshell. And the Spectator con- 
tinues : 

"When, however, we look beyond the immediate necessity of 
financing our present imports from the United States and ask our- 
selves how about the future, the situation becomes less reassuring. 
Unless the war ends much more speedily than most of us dare to 
hope, the purchase of munitions of war from the United States must 
continue, and consequently a new loan will be necessary to pay for 
them. 

That also is obvious. Half a billion, large as it seems, is 
a mere bagatelle; barely enough to pay England's war costs 
alone for twenty days and hardly one-fourth of the total 
amount of " war orders " already placed in this country. 
Negotiations for additional sums, I observe, are under way 
already. Our feet are in the water; presently we will be 
swimming because we must. 

■ — But the more we do the more we will help the Allies. 

— True — and that is the reason — the only reason — why I 
am going to subscribe. It is the only way I can help. I 
stand with Mr. Choate, who declared flatly at the Pilgrims' 
dinner to Lord Reading that his only regrets were that the 
loan sought was not many times larger and that the Com- 
missioners had not appealed directly to the American people 
for needed help, not in stabilizing rates of exchange or 
marketing our products or any such fol-de-rol, but in their 
mighty struggle for human liberty and human rights. 

— Then you are going to be my first customer, after allf 

— Of course, gladly, gratefully. Have you a suggestion as 
to amount? 

—Well, I hoped for $25,000. 

— Oddly, that is the sum I had in mind as a fitting contri- 
bution from one of my means. So make my subscription 
$50,000. 

— Why $50,000 1 Is not that more than you can afford! 

— It is, but I can manage. And then, according to my 
reckoning, after all profits and commissions are deducted, 
my friends who are fighting my battles will receive from me 
munitions whose actual value is just about the $25,000 which 
I intended them to have. 
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— Are you proud to make your contribution? 
■ — That is an odd question. Why do you ask it? 
— Because of a statement in the prospectus issued by one 
of the great Trust Companies of New York. This is it : 

When this war is over, the American investor who has pur- 
chased of this Loan may well be proud of having helped his country 
to become a creditor nation. In addition, he will have the satisfaction 
of having obtained a premier investment, possessing unusual security 
of principal and interest, at a price to yield nearly 5^s per cent. 

"What have you to say to that ? 

— Little, except that if I am still living when this war is 
over I shall not be proud of myself or my countrymen for 
having added to the terrific burden of debt which then will 
be placed upon the shoulders of the bereft peasants of pov- 
erty-stricken France, to be borne through God knows how 
many generations chiefly by the toiling wives and daughters 
and future descendants of the gallant and uncomplaining 
men who to-day are dying in the trenches by the thousands, 
to the end that we and. our children may live in liberty and 
prosperity. It is excellent, of course, to obtain a " premier 
investment " and I accept my small portion, regardless of 
its intrinsic value, because it is the only course left open to 
me. It also may be a glorious thing to help my country to 
become a creditor nation ; I do not know. But I am not proud 
as your Trust Company would have me to be. My soul sinks 
in sadness when I contemplate the gloating over our great 
gains from this awful tragedy and reflect that they are being 
won through the blood and tears of the very people whose 
ancestors gave unsparingly of life and treasure to make 
America, not First perhaps, but Free. 

Go sell your bonds, my boy ; but tell no lies ! 

BLOOD-MONEY 

Germany disavows the Arabic infamy; which is gratify- 
ing. She will in addition pay an indemnity, if she and the 
United States can agree upon the cash value of the lives of 
the murdered men; which is doubtless also gratifying, from 
some point of view. It is customary to pay cash indemnities 
for human lives which are illegally destroyed, when the 
destroyers are governments or corporations and not in- 
dividuals. We cannot recall an instance in recent times of 
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such atonement being accepted as satisfactory from a private 
murderer. But it is taken, and exacted, from States. Ger- 
many herself exacted it a few years ago, from China, for the 
killing of some missionaries, though that crime was not com- 
mitted with any such degree of official incitement and sanc- 
tion as the German murders of American citizens en- 
joyed, and the act of atonement was accompanied with con- 
ditions and circumstances which do not appear to be required 
in the present case. Morally, and to the thoughtful observer, 
the disavowal is of far more value than the blood-money — ? 
provided it is sincere and is not made merely because the 
wholesale destruction of the German submarine flotilla has 
made it impracticable to continue such conduct. 

The Lusitania case comes next, and it is intimated that 
while an indemnity may be paid there will be no thought of 
disavowal. This seems plausible, for the German Govern- 
ment has so persistently and unqualifiedly maintained the 
rightfulness of its butchery of the victims of that outrage 
that it would be extraordinarily difficult and embarrassing 
for it now to reverse that attitude and to confess the destruc- 
tion of the ship to have been unjustifiable. The expectation 
is, then, that there will be no disavowal and only the some- 
what grudging payment of blood-money. 

Let us consider what that would mean, and where it would 
leave us. It does not so greatly matter where it would leave 
Germany. If we accepted the cash indemnity as a satis- 
factory settlement, we should be acquiescing in Germany's 
pretension of a right to murder American citizens, including 
women and children, at will, subject only to an obligation to 
pay so much a head for doing so. For murder it was, as 
surely as any private killing that ever was expiated upon the 
gallows, and it is inconceivable that right-thinking Ameri- 
cans can ever otherwise regard it. We should be making 
ourselves accessories after the fact to the establishment of 
the monstrous principle that in war a belligerent is free to 
massacre on the high seas innocent and unoffending non- 
combatant neutrals, without a single provocative circum- 
stance save their unwillingness to renounce their natural 
and lawful rights and subject themselves to insolent dictation 
from an alien Power. After all the wrath which flamed out 
righteously at the thought of our women and children pirat- 
ically slain and their tortured bodies left to be wastrels of 
the deep, we should be saying, " Oh, well, let it go, bo long 
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as you pay us the ready cash! " How much for a baby's 
life ? How much for a wife, a sister, a mother ? 

We cannot believe that such a disposition of the case 
could ever be acceptable to the American nation. We do 
not say that there should necessarily be war over the matter 
of the Lusitania, though wars have been waged over far less 
provocation. No war could bring back our dead to life. But 
we should have to think poorly of the resources of diplomacy 
if it were impossible in some effective manner to exact from 
the murderers something more than blood-money. We must 
believe that in some way it could be made possible to con- 
strain Germany to disavow so hideous a crime and to recede 
from her atrocious claim of a right to commit murder. 

But if not, if the German Government should persist in 
abrogating the Sixth Commandment and international law, 
then there must be some way short of war in which to make 
clear to the world and to posterity our unchangeable denial 
and detestation of that murderous attitude, and our unwill- 
ingness to accept blood-money as a full equivalent of human 
lives. 

THE COST AND CUBE OF A PLAGUE 

It may be problematic whether we shall ever adopt anti- 
typhoid inoculation as generally as we have anti-small pox 
vaccination, though we have already done so in the Army, 
with noteworthy results. It is certain that we must find and 
employ some effective means of suppressing a plague which 
is disgracefully prevalent in this country, and which is enor- 
mously costly to us. If we can do so without inoculation, 
well and good. If not, it will be difficult to demonstrate 
that it is better to let the disease rage than to employ a 
practically infallible means for getting rid of it. 

The full extent of the prevalence of typhoid, and its 
cost to the nation, cannot be accurately stated, because in 
this country we do not maintain such a system of vital 
statistics as some other countries do. Nevertheless, we 
have authentic statistics from a considerable part of the 
country, and from them we can calculate the rest with ap- 
proximate accuracy. 

It is known that in 57 cities, which then had a popula- 
tion of nearly 21,000,000, there were in 1910 no fewer than 
4,114 deaths from typhoid, and that in the same cities, then 
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with a population of more than 23,000,000, there were in 
1914 only 2,408 deaths from the same disease. Those figures 
show a splendid gain in five years, but they also show a still 
far too great prevalence of typhoid. If a human life be 
reckoned to be worth, economically, $5,000, as it commonly 
is, then the loss in those cities in 1910 from this disease was 
$20,570,000. In five years there was a gratifying saving of 
$8,530,000, but the loss in 1914 was stiU $12,040,000. Now 
these 57 cities comprise less than one-fourth of the popula- 
tion of the United States, and the remaining population is 
notoriously much more subject to the disease than they. It 
is safe to estimate at the present time, according to the Fed- 
eral Health bureau, a total of 30,000 deaths and a yearly eco- 
nomic loss to the nation through the destruction of life by 
typhoid of fully $150,000,000. That is surely a sum worth 
saving, if we can; and it is to be believed that we can, since 
typhoid, while not always curable, is preventable. 

The decrease in the number of cases indicated by the 
figures which we have quoted has been effected chiefly by 
safeguarding the water and milk supplies from contamina- 
tion. The improvement in all the cities taken together has 
been marked. Still more marked, significant and instructive 
are some individual cases. Thus the number of deaths in 
each 100,000 of population in New York prior to 1910 was 
13.5 ; now it is 6.2. In Chicago it has fallen from 15.8 to 
7J. ; and in Philadelphia from the appalling number of 41.7 
to 7.4. Similar gains for life and health have been made in 
other cities, large and small. 

On the other hand there are striking contrasts between 
cities. Thus Boston has a death rate per 100,000 of 9.1, while 
Baltimore, a city of comparable size, has 22.4. "Why should 
Baltimore have more than twice as many typhoid deaths as 
Boston? Worcester, Mass., has only 3.7, while Birming- 
ham, Alabama, has 40.2. Why that amazing contrast? 
Cambridge, Mass., has only 1.8, while Springfield, in the 
same State, has 21.8. Seattle has reduced her typhoid deaths 
to 4.6 in the 100,000, while San Francisco suffers 12.9. Cli- 
mate or other conditions beyond human control cannot be 
charged with responsibility for these differences. We must 
charge them against the administration of sanitary laws and 
Governmental attention to the popular welfare. 

The number of deaths yearly from typhoid in the whole 
nation is expertly estimated at 30,000. But what would it 
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be if it were proportionally no larger than in some of the 
States, and in some in which the conditions conducing to 
typhoid are supposed to be worst? Typhoid is commonly 
regarded as a disease of crowded populations, where the vast 
floods of sewage are difficult to dispose of and there is the 
greatest danger of water supplies becoming contaminated. 
Well, the rates to the 100,000 in three of the most crowded 
States are as follows: Massachusetts, 7.9; Rhode Island, 
8.3 ; New Jersey, 9.6. If the whole country could reduce its 
typhoid toll as Massachusetts has done, it would lose only 
7,900 instead of 30,000 lives, or $39,500,000 instead of $150,- 
000,000. Surely a gain of $110,500,000 a year would be worth 
making, even if it cost a few millions to effect it. Nor would 
it be unreasonable to expect the whole nation to do about as 
well as the States cited; for other industrial and crowded 
States should surely do as well as these, while the chiefly 
rural State of Wisconsin boasts a rate of only 9 in the 
100,000. The actual gain made in a single specimen 
State is much in point. In 1900 New Jersey had a typhoid 
rate of 22 in the 100,000, and now it has only 9.6. That means 
that 2,060 lives have been saved which would have been lost 
if the rate of 1900 still prevailed. The State Board of Health 
points out that, at the rate of $5,000 for each life and $300 
as the average cost of medical care and funeral, the money 
saved by the reduction of deaths has in these years been 
nearly $11,000,000. 

These gains by cities and States, and these contrasts be- 
tween cities and States are due, as we have said, chiefly to 
improved sanitation in the water and milk supplies, and in 
a few cases, also to the extermination of house flies ; and there 
is no doubt that the processes which have been so efficient in 
some places would prove equally successful in all places. 
Nashville, with a death rate of 47.3, could emulate Cam- 
bridge with only 1.8. But since in all States and cities a 
certain percentage persists, it may be well to consider, as a 
final resort, some additional means of combatting the plague, 
in hope of driving it to the vanishing point and making it 
as rare as smallpox. By far the most hopeful means ap- 
pears to be suggested by the experience of the United States 
Army, the large camps of which have been notoriously sus- 
ceptible to attacks of typhoid; for obvious reasons. It is a 
matter of record that during four months in 1898 among 
10,000 soldiers encamped in Florida there were 2,000 cases 
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of typhoid: a most discreditable and disastrous record, but 
one which at the time was regarded as not at all extraordi- 
nary and as probably inevitable. It is also a matter of 
record that thirteen years later, in a similar encampment of 
just double the size of Texas, there were only two cases. "We 
may well ask the cause of so striking a change, from 2,000 
in 10,000 to only one in the same number. 

The significant fact is that during those years the sys- 
tem of inoculation for the prevention of typhoid had been 
invented and had been made compulsory in the Army. In 
1898 none of the men were inoculated, and in 1911 all were 
inoculated. Nor are these results perceptible only in the 
occasional large encampments. They are to be seen through- 
out the entire Army. Before the discovery and introduction 
of the inoculation the case rate in the Army was 536 in the 
100,000. It is now only three. That is to say, that among men 
of just the age when they are most susceptible to typhoid, 
living in conditions peculiarly favorable to its development 
and propagation, the- number of cases is far less than the 
number of deaths in the most sanitary and salubrious of our 
large cities. While New York has 6.2 deaths, the Army has 
only three cases. The significance of such facts cannot be 
ignored. 

To what extent the obvious lesson will be or should be 
practically applied is an interesting question. It is observed 
that the civil employees of the Government have voluntarily 
very generally been inoculated. Last year more than 
100,000 persons throughout the country, not in the Gov- 
ernment service, voluntarily sought this protection against 
typhoid. This year the work is being more widely conducted, 
and it is estimated that fully 300,000 will be treated. 

It is understood that anti-typhoid inoculation is a. 
much simpler and less formidable operation than vaccina- 
tion against smallpox, and is subject to none of the ob- 
jections which have been raised against the latter. In the 
vast majority of cases there are no symptoms whatever. 
How long the immunity lasts is still an open question. At 
any rate, the achievements already effected should con- 
firm a resolution to persist in the campaign until this deadly 
but quite preventable disease is eliminated, as yellow fever, 
smallpox and other maladies have been. It would be a re- 
proach to the nation to continue losing thousands of lives, 
every year, when an assured remedy is within reach. 
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THE DECLINE AND FALL OF CULTURE 

There is a cry abroad in the land that our culture — our 
hard- won American culture — is perishing. It is a feminine 
voice that has cried out — effectively megaphoned through the 
most distinguished of our monthly contemporaries : the voice 
of an estimable writer of fiction whose own presumptive 
culture need not too gravely be impeached by reason of the 
fact that she speaks of the Germans' possession of Kultur ap- 
parently under the quaint delusion that it is equivalent to 
the English noun which she uses in her sufficiently panic- 
striking title — " The Extirpation of Culture." Culture, we 
are told, has ceased to be a passionate American preoccupa- 
tion ; it seems that we are doing all in our power to lose both 
the word and the thing — there are to-day proportionately 
fewer Americans who care about culture, and who know the 
real thing when they see it, than there were one or two gen- 
erations ago. 

This is indeed news — this, as Mr. Abe Potash (or was it 
Mr. Mawruss Perlmutter?) used to observe, is " altogether 
something." We confess that we had not taken note of the 
fact, with the Ladies' Culture Clubs open day and night, and 
the names of the latest Russian novelists and the doings of 
the Futurists as common in afternoon tea talk (they say) as 
that sweet word, " Hell," in a Billysunday discourse. It ap- 
pears that " the pure American " (that very occasional 
bird) once cared for culture, and no longer, to the same ex- 
tent, does. The reasons ? They are multiple, and have been 
carefully listed — a card-index of national deterioration. 
First there is " the increased hold of the democratic fallacy 
on the popular mind." We then perceive our female Jere- 
miah, — holding her skirts exquisitely above our contam- 
inated earth and sniffing delicately in the direction of Ellis 
Island, — addressing our attention to the second card: the 
influx of " a racially and socially inferior population." 
Next, we find her, like the party platforms of an earlier tra- 
dition, " viewing with alarm " the two remaining causes of 
our intellectual and spiritual decline: " Materialism in all 
classes," and " the idolatry of science." 

Of the fact itself — the fact that culture actually is being 
" extirpated " (a verb which would seem, to the unsuspect- 
ing, to relegate culture among rag-weed, tumors, her- 
esies, and prostitution) — of this fact, our lady prosecutor 
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finds the evidence " so multitudinously at hand " that she 
considers it hardly worth while to bring forward " solemn 
proofs of the fact " — a method of indictment and trial which 
seems to be modelled somewhat loosely upon the immortal 
principle enunciated by the Queen at the trial of the Knave 
of Hearts in Alice's Adventures in Wonderland: " Sentence 
first, verdict afterward." Our Brahminical apostle of cul- 
ture merely begins a little farther back, having adopted as 
her principle, " Verdict first, evidence afterward." Well, it 
is not a bad principle, provided the evidence does ultimately 
emerge. Anyway, it saves time. And are not our author's 
proofs impressive? For example, there is the existence of 
" a cult of the modern " in all branches of art and learning 
— a sinister phenomenon. Those hard-working entertainers, 
Mr. Winston Churchill, Mr. Richard Harding Davis, Miss 
Eleanor Hallowell Abbott, are sign-posts on this pathway to 
intellectual perdition, blameless though they be themselves. 
But are there not some among us who prefer Conrad to 
Mr. Davis, Galsworthy to Mr. Churchill, Dostoievsky to Miss 
Abbott! Apparently not. Of the public that reads and dis- 
cusses Conrad and Dostoievsky, our ululant prophet of intel- 
lectual disaster seems oddly unaware. 

As for the delusion some of us have entertained that good 
music, good drama, are to-day in eager demand, that is ef- 
fectively disposed of by our author : her method is one of in- 
spired simplicity — she merely, like Dr. Johnson concerning 
a future life, " leaves the matter in obscurity." Those 
tales we have heard about the difficulty of obtaining seats 
for the annual performance of Wagner's Ring at the Met- 
ropolitan ; about the symphony orchestras that are springing 
up in our Western and Middle- Western cities ; about the de- 
mand at the circulating libraries for the newest books on the 
drama (a demand that issues to a great extent from the 
despised members of that " racially and socially inferior 
population ") — legends, myths, all of them. Our young 
women do not, as one absurdly fancied, play on their pianos 
Grieg and MacDowell and Debussy. But at all events they 
do not play The Maiden's Prayer and The Battle of Prague, 
as did their grandmothers in those halcyon days, never to 
come again (unless democracy and immigration and mate- 
rialism and science can be " extirpated "), when culture was 
securely in our midst and sweetness and light prevailed. 



